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FEDERAL DEPOSIT INSURANCE CORPORATION
A revised proposed regulation addressing the risks associated with the securities
activities of insured nonmember bank subsidiaries has recently been issued
by the FDIC's Board of Directors (see the 5/1/84 Fed. R eg., pp. 18497-18508).
The Board’s action follows the adoption on 8/23/84 of a policy statement on
the applicability of the Glass-Steagall Act to such securities activities,
the issuance of an Advance Notice of Proposed Rulemaking on 8/20/82, and
the proposed rulemaking in 5/83. The revised proposal defines a bona fide
subsidiary; limits an insured nonmember bank's permissable direct and indirect
investments in its securities subsidiary; requires notice of intent to
invest in a securities subsidiary; limits the permissable securities acti
vities of insured nonmember bank subsidiaries; and, places certain other
restrictions on loans, extensions of credit, and other transactions between
insured nonmember banks and their subsidiaries or affiliates that engage
in securities activities. Comments are due by 5/31/84. For additional in
formation contact Pamela E.F. LeCren at 202/389-4171.
GENERAL SERVICES ADMINISTRATION
GSA's audit and audit resolution process will be the topic of discussion at an
open meeting of the GSA Advisory Board's Subcommittee on Finance to be
held on 5/25/84 (see the 5/3/84 Fed. Reg., p. 18898). The agency's per
formance with regard to implementing effective internal management controls
and initiatives to improve GSA's financial management systems will also be
discussed. The meeting will be held from 9 a.m. to 4 p.m., in Room 5141-A,
18th & F Streets, N.W., Washington, D.C. 20405. For additional information
contact James Dean at 202/566-0382.
OFFICE OF MANAGEMENT AND BUDGET
Circular A-122, Cost Principles for Nonprofit Organizations - "Lobbying" Revision,
has been published by the Office of Management and Budget (see the 4/27/84
Fed. R e g ., pp. 18260-77). This notice, according to OMB, sets forth the
final version of the lobby revision and makes the costs associated with most
kinds of lobbying and political activities unallowable for federal reimburse
ment. According to OMB, it does not restrict lobbying or political activities
paid for with non-federal funds. A parallel revision is being made to the
Federal Acquisition Regulation (FAR) to cover all defense and civilian con
tractors (see the 4/27/84 Fed. Reg., pp. 18277-79). The A-122 revision will
become effective 5/29/84, and, according to OMB, will affect only grants,
contracts, and other agreements entered into after the effective date.
Existing grants, contracts,and other agreements will not be affected. Agency
contracts and regulations will incorporate these provisions to the "same
extent and in the same manner as they do other provisions of Circular A-122."
For additional information contact John J. Lordan at 202/395-6823.
In a related matter, Rep. Jack Brooks (D-TX) , Chairman of the House
Government Operations Committee, issued a press release on 4/27/84, entitled,
"Brooks Blasts OMB on Circular A-122." In part, Rep. Brooks' statement said:
"For many years, the Congress and the courts have made it very clear that
nonprofit organizations have the right to participate in and comment on
the governmental decisionmaking process, so long as Federal funds do not pay
for these activities." He then went on to criticize the motives of the Admini
stration, stating that the collection of information mandated under Circular
A-122 would "subject these groups to harassment and discriminatory treatment."
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SECURITIES AND EXCHANGE COMMISSION
Amendments to Regulations E and A have recently been proposed by the Commission
(see the 5/1/84 Fed. Reg., pp. 18532-39). The regulations relate to an
exemption from registration under the Securities Act of 1933 for small
offerings by small business investment companies registered under the In
vestment Company Act of 1940 and certain other issuers. Specifically, the
Commission proposes to: increase the aggregate offering price of securities
sold under Regulation E from $500,000 to $2,500,000 and those sold under
the regulation without the use of an offering circular from $50,000 to $100,000;
permit the use of a preliminary offering circular in certain underwritten
public offerings under Regulation E between the date of filing the notifica
tion and the date on which the company’s securities may be sold; permit invest
ment companies which elect to be treated as business development companies
under the Investment Company Act of 1940 to use Regulation E, and preclude
business development companies from using Regulation A; and, revise Schedule
A of Regulation E for small business investment companies and add Schedule B
to that regulation for use by business development companies. Comments are
requested by 6/25/84. For addition information contact June A. Ranter at
202/272-2115.
Implementation of the SEC's "EDGAR" project will go in part to the public
accounting firm of Arthur Andersen & C o ., according to a 5/1/84 Commission
News Release.
"EDGAR" stands for electronic data gathering, analysis, and
retrieval system, with an objective to "accelerate the dissemination of
corporate information to investors and to facilitate investment decisions,
as well as the filing and processing of such documents." Phase I of the
pilot project will be operational in September 1984, and the competitive
request for proposal for the operational contract will be let in 1985, sub
ject to congressional funding. According to SEC officials working on the
pilot project, Arthur Andersen was chosen because of its specialized capa
bilities in the integration of information systems. Over 60 corporations
have volunteered to participate in the pilot project. Additional corporations
may apply to participate by contacting Herb Scholl at the SEC, 202/272-2650.
A request for a policy exception permitting the use of the pooling method of
accounting for a business combination will be the subject of a 5/9/84 SEC
open meeting. The issue relates to a company reacquiring a material amount
of its common stock from a so-called "raider" within two years of initiating
the combination. Additionally considered will be the legislative proposal
to implement the Commission's response to the recommendations of the Tender
Offer Advisory Committee which was originally scheduled for 5/1/84. Further,
the Commission will consider for public comment two new registration forms
for registration of securities in connection with business combination trans
actions, and whether to reissue for public comment a proposal to adopt Rule
3a4-l. Adoption of the rule would provide that, under certain specified
circumstances, persons associated with an issuer of securities shall not be
deemed "brokers," as defined in Sec. 3 (a)4 of the Securities Exchange Act of
1934. The meeting is scheduled to begin at 10 a.m. in Room 1C-30, 450 Fifth
Street, N.W., Washington, D.C. For additional information contact Bruce Kohn
at 202/272-3195.

SMALL BUSINESS ADMINISTRATION
Changes to the variable interest rate regulations have recently been adopted by
the SBA (see the 4/27/84 Fed. R eg., pp. 18083-85). The changes are being
implemented in order to simplify the regulations and reduce the potential
for a higher interest cost to small business owners. The final rule will

-3permit the interest rate, in variable rate loans, to fluctuate monthly;
eliminate the requirement that the initial note rate, in variable rate
loans, remain in effect for one full fluctuation period; promulgate a pilot
in three regions which will use the state legal rate as the maximum SBA
loan interest rate; and, imposes, in such pilot regions, a 300 basis limita
tion on the servicing fee which a lender may charge when its sells a loan
within six months of full disbursement. For additional information contact
James W. Hanmersley at 202/653-6268.

TREASURY, DEPARTMENT OF
Certain investment arrangements are to be classified as associations or partner
ships rather than trusts, according to a recent IRS announcement (IR-84-58).
The proposed regulation, which would be effective 4/27/84, would apply to
certain arrangements that have more than one class of ownership interest
and cannot be a "fixed investment trust" within the meaning of the regula
tions. They also enable investors to achieve profit making objectives
through the division of rights and the sharing of risks in certain assets,
which, according to the IRS, justifies a label of association or partner
ship. One example of a new type of investment arrangement that would be
affected by the proposed rule is a mortgage pool that issues two classes of
mortgage backed securities. The holders of the first class are entitled
to all payments or mortgage principal, both scheduled and prepaid, until
their certificates are retired. Holders of the second class receive pay
ments of principal only after the first class has been retired. Comments
are requested by 7/2/84. For additional information contact Cynthia Grigsby
at 202/566-3935.
In a related matter, a 7/31/84 hearing has been scheduled on the proposed
regulations. The hearing will begin at 10 a.m., in the IRS Auditorium,
1111 Constitution Avenue, N.W., Washington, D.C.

For additional information please contact, Gina Rosasoo, Nick Nichols,
Stephanie McCarthy or Kathee Baker at 202/872-8190.
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